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Colombian Purchase from the Fund 


On December 24, 1954 the Government of Colombia 
purchased US$25 million from the International Mone- 
tary Fund with Colombian pesos. This purchase is Co- 
lombia’s first transaction with the Fund and is equivalent 
to 50 per cent of Colombia’s quota. The Fund has granted 
Colombia a waiver under Article V, Section 4, of the 
Articles of Agreement, in order to allow the member to 
draw beyond 25 per cent of its quota. Colombia under- 
took this purchase in agreement with the arrangements 
described in the Fund decision of February 13, 1952, 
which provides for repurchases within a period of three 
to five years of currency drawn from the Fund. 

The drawing undertaken by Colombia was designed 
to meet payments difficulties of a temporary nature that 
have resulted in the development of commercial arrears, 
particularly with the United States. These difficulties, 
which followed a very strong position in the earlier part 
of 1954, were primarily the result of a sharp decline in 
the price of coffee and a slackening demand in foreign 
coffee markets beginning around the middle of August 
1954. For several months, Colombian exports of coffee 
were reduced to a fraction of their normal volume. Im- 
ports were running at a high level throughout the year in 
line with a rapidly expanding economy, involving partic- 
ularly heavy imports of capital equipment and stimulated 
in part by the high level of income resulting from the 
earlier coffee boom and by a relaxation of restrictions 
which had led to their virtual elimination by the middle 
of the year. Imports did not decline promptly in the face of 
the changed export position, partly because of the time 
lag between orders and deliveries and of the continued 
effect of high incomes. By the third week of October, 
reserves had declined by over US$85 million from the 
peak recorded in August, i.e., a reduction of almost one 
third. Meanwhile, in order to arrest the decline in 
reserves, the authorities resorted to a delay in exchange 


payments, with the result that payments due for imports 
have accumulated. 

Because of this deterioration in its payments position, 
Colombia reversed the trend toward liberalization of its 
restrictive system. Measures taken in October 1954 to 
limit imports and payments included a temporary sus- 
pension of registration of imports and import payments; 
this action was taken on October 19, when a requirement 
was established that customs manifests, covering the 
clearance of goods through the Colombian customs, had 
to be presented when applying for foreign exchange for 
imports. Other measures included the following: (1) sev- 
eral groups of nonessential imports were shifted to Cate- 
gory II (from the 2.50 peso rate to the 2.50 peso rate 
plus an 80 per cent ad valorem stamp tax); (2) the ad 
valorem stamp tax was raised to 80 per cent for Category 
II imports, in order to reduce these imports; (3) imports 
were prohibited of some essential goods also produced 
in Colombia, with the exception that if conditions war- 
ranted they could be imported by the Corporation for 
the Protection of Agricultural Commodities; (4) the prior 
deposit on imports, ranging from 10 per cent to 30 per 
cent, was doubled for all imports; and (5) in agreement 
with the private banks, a policy aimed at directing credit 
toward production was adopted, curtailing credit for 
speculation or credit that might encourage imports beyond 
reasonable limits. 

Furthermore, on December 22, 1954 the 80 per cent 
stamp tax on imported automobiles weighing more than 
2,740 pounds was extended to lightweight cars, which 
had been free from this tax. 

With these measures, the strengthening of the coffee 
market in recent weeks, and the purchase of dollars from 
the Fund, Colombia expects to restore its payments posi- 
tion and to resume prompt payment of its liabilities for 
imports. 


Termination of Czechoslovak Fund Membership 


On September 28, 1954, the Board of Governors of 
the Fund adopted the following Resolution: “That, pur- 
suant to Article XV, Section 2(b), of the Articles of 
Agreement of the Fund, Czechoslovakia be, and hereby is, 
required to withdraw from membership in the Fund, such 
withdrawal to be effective at the close of business on 
December 31, 1954; provided, however, that if the 


Executive Directors determine that Czechoslovakia shall 
have prior to December 31, 1954 supplied the Fund with 
the information required under Article VIII, Section 5, 
and shall have entered into consultation with the Fund 
under the provisions of Article XIV, Section 4, this reso- 
lution shall be of no force and effect.” 

Czechoslovakia has not, in the meantime, fulfilled 
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the requirements of the two provisions cited in the International Monetary Fund at the close of business on 


the U 


Resolution. 


According to the Resolution of the Board of Governors, 


therefore, Czechoslovakia ceased to be a member of the 


December 31, 1954. 


Source: International Monetary Fund, Press Release, 


Washington, D. C., January 5, 1955 


IBRD Loans 


Loan to Belgium 


In an operation which is the first of its kind, the King- 
dom of Belgium on December 14 borrowed $50 million 
in a combined transaction with the investment market 
and the International Bank for Reconstruction and De- 
velopment. The transaction consisted of an offering of 
$30 million of Belgian bonds by an underwriting group 
of 71 investment firms and banks headed by Morgan 
Stanley & Co. and Smith, Barney & Co., and of a $20 
million loan by the IBRD. The borrowing operations were 
worked out jointly in Belgium by representatives of the 
underwriters and of the Bank with officials of the Govern- 
ment. Proceeds of the bond issue and the IBRD loan will 
be used to finance a part of the costs of 5 projects, which 
are designed to improve and modernize Belgium’s inland 
waterways and the Port of Antwerp. In all, the projects 
will cost 5.9 billion francs, equivalent to $118 million, of 
which the Belgian Government is paying about three 
fifths from its own resources. It had spent about 2.1 
billion francs by the end of 1953. The proceeds of the 
public bond issue and the Bank loan will be equivalent 
to almost the entire outlay on the projects for the years 
1954 through 1956. A further 1.3 billion francs will 
remain to be spent on the projects after these new borrow- 
ings have been fully utilized. 

The new bond issue is designated as the Kingdom of 
Belgium External Loan Bonds, and is dated December 1, 
1954. It is divided by maturities as follows: $5 million 
of three-year 3° per cent bonds, $5 million of four-year 
34% per cent bonds, and $5 million of five-year 354 per 
cent bonds, all offered at 100 per cent; and $15 million of 
ten-year sinking fund 4 per cent bonds, due December 1, 
1964, offered at 991% per cent, to yield 4.06 per cent. 

All of the bonds are callable for redemption in whole 
or in part, on 30 days’ notice, at the option of the Belgian 
Government. Provision has been made for a redemption 
premium of 4% of 1 per cent for each period of 12 months 
or fraction thereof from the date fixed for redemption 
to the date on which the bonds mature. As a sinking 
fund for the ten-year bonds, the Belgian Government will 
pay the sum of $1.5 million semiannually, beginning by 
June 1, 1960 and extending to and including June 1, 1964. 
For sinking fund purposes, the ten-year bonds are re- 
deemable by lot on any interest payment date, on 30 days’ 
notice, at a premium of 44 of 1 per cent for each 12- 
month period or fraction thereof from the date fixed 
for redemption to maturity. 

The new issue is the first public offering of Belgian 


bonds in the United States in more than 25 years, and 
also the first public offering that any European Govern- 
ment has made to obtain new money in the United States 
since the Netherlands and Norwegian issues in April and 
May 1947. In addition to the 71 investment firms com. 
prising the nation-wide underwriting group, a substantial 
portion of the issue was sold to foreign dealers in Bel- 
gium, the Netherlands, Switzerland, Great Britain, and 
other countries. The issue was oversubscribed in New 
York, where the 4 per cent bonds were quoted on De- 
cember 16 at 10114-1011. 

The IBRD loan made concurrently with the bond 
offering has a term of 15 years. Amortization will start 
on February 15, 1965, shortly after the ten-year bonds 
of the public issue reach final maturity. Interest on the 
loan, including the statutory commission of 1 per cent, 
will be at the rate of 4% per cent per annum. 

Loan to Indian Corporation 

The IBRD announced on December 23 its approval of 
a loan of $10 million to the Industrial Credit and In- 
vestment Corporation of India, Limited, a corporation 
being formed by private investors for the purpose of as- 
sisting the growth of private industry in India. It is 
expected that the Corporation will be established in 
January 1955, at which time the Bank will enter into a 
formal loan agreement. 

Private investors from India, the United Kingdom, and 
the United States will subscribe the initial share capital 
of the Corporation, which will be 50 million rupees 
($10,500,000). A group of five prominent Indian indus- 
trialists and financiers are arranging for the sale of 35 
million rupees ($7,350,000) of share capital in India, 
partly through private placement and partly by public 
offering. The British investors—some of the Eastern 
Exchange Banks, the Commonwealth Development Fi- 
nance Company, Ltd., and several insurance companies 
and industrial firms—will subscribe 10 million rupees 
($2,100,000) of capital. U. S. investors are the Bank 
of America, the Rockefeller brothers, Olin Mathieson 
Chemical Corp., and Westinghouse Electric International 
Corporation; they will subscribe 5 million rupees 
($1,050,000) of share capital. In addition, the Govern- 
ment of India will make an interest-free advance of 75 
million rupees ($15,750,000) to the Corporation, repay- 
able in 15 equal annual installments, beginning in the 
sixteenth year. This advance will be provided out of 
funds derived from the proceeds of the sale of steel 
supplied by the Foreign Operations Administration of 
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the United States, and will be made to the Corporation 
when the share capital kas been subscribed. 

The new corporation will make long-term and medium- 
term loans to industrial enterprises, purchase shares of 
industrial enterprises, underwrite new issues of securities, 
guarantee loans from other investment sources, and help 
industry to obtain managerial, technical, and administra- 
tive advice and assistance. As rapidly as is prudent, the 
Corporation will sell its loans and share holdings to 
other investors, thereby expanding the capital market 
and recovering its own capital for further investment. 

Lack of risk capital has always been an impediment to 
the growth of industry in India. While substantial in- 
vestments were possible during World War II and the 
period immediately following, it has been difficult since 
1948 for even the largest and best established concerns 
to raise new capital in the Indian markets, and even 
these concerns have had to rely mainly on issues of fixed- 
interest securities rather than of equity capital. The 
First Five Year Plan (1951-56) relied to a great extent 
upon private enterprise to bring about the industrial 
expansion thought necessary. Both new investment and 
investment envisaged for modernization and renewal of 
plant and equipment, however, have been below the level 
hoped for. 

The nature of the new corporation and its sponsorship 
by leading financial institutions in India and abroad 
should enable it to tap funds in India not at present 
being made available to industry, and in due course to 
increase the flow of foreign investment into India. Fur- 
thermore, its powers to underwrite new issues will fill a 
gap in the Indian capital market. 

The possibilities of establishing a privately owned 
corporation which would encourage the growth of indus- 
try in India were first discussed at the end of 1953. In 
February 1954 a mission organized by the IBRD visited 
India to explore the matter further with government 
officials and leading businessmen. During that visit, the 
main outlines of the Corporation were agreed upon, and 
a Steering Committee of five prominent Indian business- 
men was set up to formulate definite plans for its organi- 
zation. Meanwhile, the IBRD explored the possibility 
of obtaining private British and U. S. participation in 
the Corporation’s equity capital. Representatives of the 
Steering Committee, the Government of India, and of 
the British and U. S. investors met with IBRD officials in 
October 1954 and reached agreement on all points of 
substance and on drafts of all documents. 

It is expected that the initial Board of Directors of 
the Corporation will include Sir Ramaswami Mudaliar 
(prominent public figure and businessman of Madras), 
Sir Biren Mookerjee (Martin Burn, Ltd., of Calcutta), 
Kasturbhai Lalbhai (Bombay textile mill owner), A. D. 
Shroff (Tata & Sons, Ltd., of Bombay), G. D. Birla 
(Birla Bros., Ltd., of Calcutta), W. R. Cockburn (Char- 
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tered Bank of India, Australia & China), J. G. Beevor 
(Legal and General Assurance Society, Ltd., and Com- 
monwealth Development Finance Company, Ltd.), and 
Russell Smith (Bank of America). The Government of 
India will also appoint a Director. The General Manager 
of the Corporation will be P. S. Beale, who is resigning 
his position as Chief Cashier of the Bank of England 
to accept this appointment. 

The proceeds of the $10 million IBRD loan will be 
used for the purchase of imported material, equipment, 
and services needed to carry out private industrial proj- 
ects financed by the Corporation. The loan will be for 
15 years and bear interest of 45% per cent per annum, 
including the statutory 1 per cent commission charged by 
the Bank. Amortization will begin January 1, 1960. The 
Government of India will guarantee the loan. 

This is the seventh loan by the IBRD for development 
projects in India; the other loans were for develop- 
ment of electric power, agriculture, railways, and iron 
and steel production. The seven loans total $126.7 million. 
Loan to Colombia 

The IBRD, in participation with the Bank of the Man- 
hattan Company and The First National Bank of Boston, 
on December 29 made a loan of $5 million to finance im- 
ports of tractors and other farm equipment into Colom- 
bia. The loan will make it possible to continue the 
mechanization and consequent expansion of farm pro- 
duction at the accelerated rate which has prevailed in 
Colombia since 1950. 

The Bank of the Manhattan Company is participating 
in the loan to the extent of $2 million, representing the 
first four maturities falling due semiannually in 1957 and 
1958. The First National Bank of Boston is participating 
to the extent of $1 million, representing the fifth and 
sixth maturities falling due in 1959. Both banks are 
participating in the loan without the IBRD guarantee. 

The borrower is the Caja de Credito Agrario, Indus- 
trial y Minero, an autonomous official credit institution, 
which has nearly 200 branches that provide credit and 
banking facilities to rural communities and sell agricul- 
tural supplies. The loan is for 7 years, with interest of 
41, per cent, including the statutory 1 per cent com- 
mission charged by the Bank. Amortization will begin 
May 15, 1957. The loan is guaranteed by the Government 
of Colombia. 

This is the second loan which the Bank has made to 
the institution for purchases of agricultural machinery. 
A $5 million loan in August 1949 paid for the import 
of nearly 1,000 medium, light, and heavy tractors with 
auxiliary equipment. Funds received from the sale of 
this machinery were used to establish a revolving fund 
which financed the import of nearly 2,000 additional 
tractors. These tractor imports were somewhat greater 
than the total number of tractors estimated to be in 
operating condition in Colombia at the time the loan was 
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made, and accounted for about half of all tractor imports 
in the years 1950-53. 

The new loan will pay for imports of tractors, spare 
parts, tools, and other repair and maintenance equipment. 
As in the case of the first loan, the institution will place 
orders for the machinery on behalf of established distribu- 
tors, who will sell the machinery at a reasonable price to 
farmers, cooperatives, and others engaged in agriculture. 
The funds received from the sale of the machinery will be 
placed in the revolving fund to finance additional machin- 
ery imports and to service the loan from the IBRD. Under 
the first Bank loan, purchases from the revolving fund 
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amounted to about $16 million, bringing the total value 
of imports resulting from the loan to almost $21 million, 


This is the eighth IBRD loan for development projects 
in Colombia, and brings the total to $74.3 million. In 
addition to agriculture, the loans are assisting in the 
development of electric power, highways, and railroads, 


Sources: International Bank for Reconstruction and De. 
velopment, Press Releases, Washington, D. C., 
December 15, 23, and 29, 1954; Agence Eco. 
nomique et Financiére, Brussels, Belgium, De- 
cember 17, 1954. 


Inter-American Economic and Social Council 


As recommended by Resolution 66 of the Tenth Inter- 
American Conference at Caracas (March 1954), an ex- 
traordinary meeting of the Inter-American Economic and 
Social Council was held in Petropolis, Brazil, from No- 
vember 22 to December 2, 1954. In addition to the 21 
national delegations, the Conference was also attended 
by representatives of the United Nations (ECLA), the 
IBRD, the IMF, and other international organizations. 

The agenda of the Conference covered international 
trade (prices and markets, trade restrictions, and stimu- 
lation of trade), economic development (programing. 
financing, and technical cooperation) , transportation, and 
other economic and financial matters. 

In the course of discussions on 82 draft resolutions 
presented to the Conference, important statements were 
made by the Ministers of Finance of the leading coun- 
tries. Eventually 48 resolutions were approved, with 
some abstentions and, for some resolutions, with the 
adverse vote of some countries. 

Among the resolutions, one called for a study of the 
world coffee situation by the Coffee Commission of the 
Inter-American ECOSOC, another recommended the estab- 
lishment of a Banana Commission, a third called for 
consultation machinery leading to orderly disposal of 
agricultural surpluses. Resolutions on commercial policy 
placed emphasis on measures to expand intraregional 
trade and to eliminate discriminatory trade practices. 

The resolutions which attracted most interest were 
those concerning economic development. It was resolved 
that “an industrialization contributing to a better utiliza- 
tion of natural and human resources is an indispensable 
requirement for the well-balanced economic development 
of the Latin Anierican countries.” There was general 
agreement on the need for financial resources, better in- 
vestment information, a proper climate for foreign private 
investment, and the elimination of discriminatory taxa- 
tion. On the adequacy of available investment funds and 
the conditions of public and private lending for economic 
development, there was some divergence of opinion, and 


proposals for continued study were approved. General 


support was accorded to a recommendation that the In- 
ternational Finance Corporation, discussed in recent U. N. 
meetings and sponsored by the International Bank, should 
be created as soon as possible (see this News Survey, 
Vol. VII, pp. 166 and 198). 

Further discussion centered around draft resolutions 
calling for the establishment of a new financial institution 
to promote economic development. One draft resolution 
endorsed the suggestions put forward last September by 
the preparatory group of six Latin American experts 
appointed to formulate recommendations on the basis 
of the ECLA Secretariat study proposing the creation of 
an “Inter-American Development Fund” to support 
private enterprise in Latin America (see this News Sur- 
vey, Vol. VII, p. 157). Another proposal, sponsored by 
Chile, called for the establishment of an inter-American 
financial system which would utilize, with adequate safe- 
guards, the official reserves of central banks and other 
official entities for the promotion of economic develop- 
ment. A third proposal, suggested by Haiti, called for 
the establishment of an Inter-American Bank. Finally, 
with the United States and Peru abstaining, a resolution 
was passed calling for an OAS-sponsored group of ex- 
perts to study, within six months, the type of regional 
financial machinery that might be created to promote 
economic development. 

Another resolution reflected the interest of the Latin 
American countries in an upward revision of the Latin 
American quotas in the IMF at the time of the quinquen- 
nial revision of quotas by the Executive Board. They 
consider these quotas too small in relation to the growth 
of their economies and the volume of their trade today 
compared with prewar trade. 

Although no dramatic decisions on any major issues 
were taken, the discussions contributed to a better under- 
standing of the aspirations of the Latin American coun- 
tries and a better understanding by them of U. S. foreign 
economic policy. The U. S. delegation reaffirmed its 
basic belief in the need to promote sound economic 
development under conditions of monetary and financial 
stability and to encourage foreign and private capital to 
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play a bigger role in development, and reassured the 
Latin American countries of the determination of the 
Administration to support liberal trade policies, to ex- 
pand with greater flexibility the lending operations of 
the Export-Import Bank, and to support in the next 
session of Congress the establishment of the Interna- 
tional Finance Corporation. 


Europe 
U.K. Exchange Control Procedures Simplified 


An important step in the gradual elimination of ex- 
change control procedures which have outlived their 
usefulness has been announced by the Bank of England. 
The mechanics of control over transactions in bearer and 
foreign currency securities are to be simplified consid- 
erably on and after January 10, 1955. While the broad 
purposes of the present control remain, the effect will be 
to substitute general permission for a mass of specific 
permissions and licenses, and to eliminate a substantial 
amount of form-filling by bankers, stockbrokers, regis- 
trars, and others concerned with the technicalities of 
transactions in such securities. 

The main feature of the new arrangements is the en- 
largement of the list of persons authorized to act as 
permanent custodians of bearer or foreign currency se- 
curities. Hitherto, only a short list of banks has been 
in this category, whereas a long list of firms and persons 
has been classified as temporary recipients who could 
withdraw securities only temporarily. The category of 
temporary recipients now disappears. A second pro- 
cedural change removes the need for two declarations, one 
on behalf of the transferor and one on behalf of the 
transferee, in the case of transfers of securities handled 
by authorized depositories. Thirdly, various specific 
licenses that have been required where a nonresident 
interest is involved or where a resident is dealing in 
securities abroad will be merged in wide general per- 
missions. 

A notice issued by the Stock Exchange Council points 
out the considerable saving of work involved in the new 
concessions, but emphasizes the responsibility resting on 
members to ensure that transactions are covered by gen- 
eral or specific permission. 


Sources: The Times and The Financial Times, London, 
England, December 15, 1954. 


Economic Developments in Austria 


The expansion of economic activity in Austria, which 
began in the spring of 1954, continued in the second half 
of the year, and was greater in the summer and fall 
than the seasonal upswing observed in earlier postwar 
years. This favorable development is accounted for 
largely by the continuation of the export boom, while at 
the same time construction was maintained at a very 


The next meeting of Ministers of Finance or Economy 
of the American Republics will be held in Buenos Aires 
in 1956. 

Source: Fourth Extraordinary Session of the Inter- 
American Economic and Social Council, Petro- 
polis, Brazil, various Documents and Resolutions, 
November 22-December 2, 1954. 


high level. This year’s record season in the building in- 
dustry was prolonged by favorable fall weather. As a 
result of increases in export orders, in private and public 
investment activities, and in domestic consumption, orders 
placed with Austrian industries increased on the average 
by 32 per cent between July and November; although 
industrial production during that period was expanded 
by about 12 per cent, delivery periods had to be lengthened 
in many cases. Some firms, particularly in the machinery 
and wood-processing industries, reportedly built up a 
backlog of orders equal to a full year’s output, and 
inventories have been depleted. Some production delays 
were caused by temporary bottlenecks in raw materials 
supply. 

In September 1954, the seasonally adjusted index of 
industrial production reached a new postwar peak of 
206 (1937 = 100), a 20 per cent increase over Septem- 
ber 1953; a further considerable expansion of production 
in October is indicated by data for various important 
industries, such as iron and steel, machinery, vehicles, 
paper, textiles, and leather goods, as well as the high level 
of employment. At the end of October, the number of 
employed wage and salary earners was about 4 per cent 
greater than at the same time last year; the number of 
registered unemployed (95,100, or 4.4 per cent of the 
labor force) was 42,100 less than at the end of October 
1953. 

As a result of the favorable domestic business situation 
and the progressive relaxation of import restrictions, 
imports have increased steadily. In October the import 
volume was 48 per cent above that of October 1953. In 
particular, there were larger imports of foodstuffs (mainly 
grains, cattle, and fish), of fuel, of finished manufactured 
products (especially automobiles and machinery), and of 
various kinds of consumer goods (such as textiles). The 
larger imports of finished manufactured goods generally 
did not affect sales of domestic products. On the whole, 
domestic industries were able to expand production and 
employment despite greater foreign competition, and 
larger imports helped to prevent shortages in certain 
consumer goods. 

Exports were also at record levels, their volume in 
October being 13 per cent higher than in October 1953. 
Most of the increase was in finished manufactured prod- 
ucts; the percentage of raw materials in total exports 
declined. Owing to favorable business conditions in 
Western Europe, Austrian exporters were able not only 
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to sell more goods but also to obtain higher prices. 

The liberalization of imports from OEEC countries in- 
creased total imports, and induced importers to give 
preference to imports from the OEEC area; one of the 
consequences of this change has been the reversal of 
Austria’s payments position in the EPU. Recently there 
have been growing EPU deficits ($3.9 million in Septem- 
ber, $5.6 million in October, and $13.2 million in Novem- 
ber), in contrast to the surpluses each month between 
April 1953 and August 1954. 

The expansion of the money supply was influenced 
more by credit expansion than by gold and foreign cur- 
rency purchases, which hitherto had been primarily re- 
sponsible for the expansion and had contributed to the 
growing liquidity of the Austrian banking system. In 
August, commercial loans granted by Austrian credit 
institutions amounted to 274 million schillings, in Sep- 
tember to 427 million, and in October to 460 million. In 
line with the less favorable balance of payments develop- 
ments, gold and foreign currency purchases of the Aus- 
trian National Bank showed a declining trend; in Sep- 
tember such purchases amounted to only 169 million 
schillings, and in October to 114 million schillings. In 
November the National Bank’s gold and foreign currency 
holdings decreased by 437 million schillings, of which, 
however, 352 million was accounted for by payments to 
the IMF and the IBRD in compliance with Austria’s 
membership obligations. The decentralization of ex- 
change controls, including the abolition of the surrender 
requirement for EPU currencies (see this News Survey, 
Vol. VII, p. 137), resulted in an increase in the foreign 
exchange holdings of Austrian credit institutions other 
than the National Bank, from the equivalent of 235 mil- 
lion schillings in January to 500 million schillings in 
October 1954. 

The expansion of bank credit was reflected in a steady 
decline of the cash reserves of the commercial banks, 
from a ratio of 27.4 per cent at the end of June to 22.6 
per cent at the end of September and 21.3 per cent at the 
end of October 1954. (The ratio is, however, well above 
the prescribed minimum of 15 per cent, and the pre- 
scribed credit ceiling would still allow for an expansion of 
commercial bank credit by about 1.5 billion schillings 
without recourse to the central bank.) 

Prices and wages have increased moderately in the 
last few months; in November 1954 the index of whole- 
sale prices was 7.7 per cent, the cost of living index 3.1 
per cent, and the index of net wages of industrial workers 
in Vienna about 8 per cent, higher than at the same time 
last year. 

Sources: Osterreichische Nationalbank, Mitteilungen, Au- 
gust to November 1954, and Monatsberichte des 
Osterreichischen Institutes fiir Wirtschaftsfor- 
schung, October and November 1954, Vienna, 
Austria. 
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Middle East 
Egyptian National Income 


An official estimate of the Egyptian national income 
has been announced by the Minister of Finance. The 
national income for 1953 based on the “added value” 
method was put at LE 856.4 million, with an estimated 
margin of error of about 10 per cent. This gives a per 
capita income, at current prices, of about LE 39 per 
annum, compared with LE 27.3 in India, LE 56.5 in 
Greece, and LE 57.5 in Turkey. Agriculture accounted 
for LE 273 million, or 32 per cent, of which cotton 
represented only LE 86 million, or about 10 per cent of 
the total national income; commerce accounted for LE 129 
million, or 15 per cent of the total; industry for LE 66 
million, or 8 per cent; and public services for LE 128 
million, or 15 per cent of the total. 

An unofficial estimate for 1950—the only estimate hith- 
erto available—put national income for that year at 
LE 840 million, or a per capita income, at current prices, 
of LE 42. (Between 1950 and 1953 prices rose by about 
4 per cent.) According to this private estimate, agricul- 
ture accounted for LE 320 million, or 38 per cent; com- 
merce for LE 120 million, or 14 per cent; and industry 
for LE 110 million, or 13 per cent. The decrease in the 
national income between 1950 and 1953 was due mostly 
to the fall in prices of cotton from about $57 to $44 per 
100 pounds for Karnak and from $60 to $36 per 100 


pounds for Ashmouni. 


Source: Al Ahram, Cairo, Egypt, December 10, 1954. 


Far East 
Establishment of State Bank of India 


The Minister of Finance has announced that the pri- 
vately owned Imperial Bank of India, which has more 
branches and working capital than any other Indian 
bank, will be taken over by the Union Government as a 
first step in setting up a State Bank of India. Certain 
other Indian banks associated with State Governments 
also will be taken over and amalgamated to form the 
State Bank. It is expected that a major part of the share 
capital of the proposed State Bank will be held by the 
Government of India and the Reserve Bank of India 
together. 

The object of the proposal, which was recommended 
by the Committee of Direction appointed by the Reserve 
Bank of India to conduct an all-India rural credit survey, 
is to establish an effective branch banking mechanism 
over a wide area which will be capable of providing a 
large increase in banking facilities, including rural credit 
The Minister stated that an 
essential feature of the scheme was that there should be 
no interference by the Government in the day-to-day 


and remittance facilities. 
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operation of the State Bank, and no lowering of the stand- 
ards of sound banking practice. 


Sources: The Washington Post and Times-Herald, Wash- 
ington, D. C., December 21, 1954; Embassy of 
India, /ndiagram, Washington, D. C., Decem- 
ber 24, 1954. 


foreign Orders for Japanese Ships 


Between April and November 1954, Japan received 
foreign orders for 30 ships, totaling about 350,000 gross 
tons, valued at US$72 million. This compares with the 
target set by the Japanese Government of 150,000 tons 
for the fiscal year April 1954-March 1955. This active 
business is due, to a substantial extent, to the operation 
of the “ship-sugar link system” which was terminated on 
November 10, 1954; under the system, an incentive was 
provided to exporters of ships in the form of permission 
to import specified quantities of sugar. 


Source: The Nippon Times, Tokyo, Japan, November 25, 
1954. 


Revision of Philippine-U.S. Trade Agreement 


A revision of the 1946 trade agreement between the 
Philippines and the United States (commonly known as 
the Bell Trade Act) was signed on December 15, 1954 
by representatives of both countries and will be recom- 
mended for ratification to their respective Congresses. 
The revised agreement returns to the Philippines control 
over its own currency. Valuation of the currency will no 
longer be subject to the approval of the President of the 
United States. It also provides for the elimination of the 
17 per cent exchange tax levied on sales of foreign ex- 
change and substitutes a special import levy, which will 
be progressively reduced by 10 per cent annually until 
it is eliminated in 1965. 

The agreement also provides for the removal of most 
absolute quotas on Philippine goods entering the United 
States, such as rice, cigars, scrap tobacco, coconut oil, 
and buttons of pearl or shell. However, the duty-free 
quotas to be applied in the United States to these articles 
(with the exception of rice) will be reduced gradually 
until they are completely eliminated on January 1, 1974. 
After January 1956, the United States will impose an 
import duty on sugar from the Philippines, at a rate 
starting at 5 per cent of the normal tariff and rising by 
> per cent each year for 20 years. The sugar quota for 
the Philippines will remain the same as at present, al- 
though the Philippines is allowed to request adjustments 
whenever the United States revises its allocations under 
the U. S. Sugar Act. Cordage, twines, rope, and cable 
exported to the United States by the Philippines will be 
subject to the same tariff provisions as sugar. 


The agreement increases the tariff preferences for 
Philippine exports to the United States and decreases 
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tariff preferences for U. S. goods entering the Philippines. 
Ordinary customs duties to be collected on U. S. goods 
will start at 25 per cent of the standard rates in 1956, 
rise to 50 per cent in 1959, 75 per cent in 1962, 90 per 
cent in 1965, and 100 per cent in 1974 and thereafter. A 
much more gradual rise in tariff rates on Philippine goods 
imported into the United States is provided. Other pro- 
visions include authority for both countries to impose 
new quantitative restrictions on a reciprocal basis, and 
for the Philippines to impose commodity quotas for 
balance of payments reasons; eliminate the prohibition 
against the imposition by the Philippines of export taxes; 
make reciprocal the enjoyment of parity rights by citizens 
of either country in the territory of the other; and give 
the citizens of either country the right to engage in 
business activities in the territory of the other on a 
reciprocal basis. 


Source: Philippine Association, Philippine Newsletter, 
New York, N. Y., December 17, 1954. 


United States 


“Buy American” Act Procedures 


On December 18, President Eisenhower issued an Exec- 
utive Order prescribing uniform procedures to be applied 
in administering the “Buy American” Act. Under this 
Act executive agencies may purchase materials of foreign 
origin if similar materials of domestic origin are unreas- 
onably priced or if their purchase would be inconsistent 
with the public interest. The Executive Order specifies 
that these conditions will be met if, on major procure- 
ment contracts, the bid of a domestic supplier exceeds 
106 per cent of the foreign offer, including tariffs and 
other costs incurred after arrival in this country; or if 
the domestic bid exceeds the foreign price, including 
tariffs and other costs, by more than 10 per cent of the 
foreign offer excluding duty and costs. (Which of these 
standards shall govern appears to be left to each executive 
agency to determine. Previously, the general practice was 
that a domestic bid was not considered unreasonable 
unless it was more than 25 per cent higher than the 
foreign bid, including tariff and transportation costs; in 
some cases, a differential as high as 35 per cent has been 
required. ) 


Agency heads are empowered to ignore the above 
standards under the following conditions: for reasons of 
national interest not otherwise described in the Executive 
Order; in order to place a fair proportion of the total 
purchases with small business concerns; to place orders 
with a domestic firm undertaking to produce most of 
the materials in areas of substantial unemployment; and 
to protect essential national security interests. However, 
if the injunctions of the order are ignored for any of 
these reasons, a written report of the facts of the case 
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must be submitted to the President within 30 days after 
the determination. 


Source: The Journal of Commerce, New York, N. Y.. 
December 20, 1954. 


U.S. Tariff Policy 


On December 23, 1954, the President of the United 
States rejected a recommendation of the U. S. Tariff Com- 
mission for an increase in the duty on imports of 
screen-printed silk scarves. He pointed out that a tariff 
increase might well just reduce imports or increase their 
cost without appreciably improving the market for do- 
mestic scarves; that sales of scarves from all sources were 
declining; that imports had been lower in 1953 than in 
1952 and had declined by a further 30 per cent in the 
first nine months of 1954. The main effect of any tariff 
increase would be on Japan’s trade. The current effort 
to expand Japan’s trading opportunities by inducing 
other countries to join the United States in lowering trade 
barriers against Japanese goods is an important link in 
the over-all security effort. Restrictive action which would 
affect mainly a Japanese product would be warranted only 
if it were clearly and unmistakably required. 

On the same date, the President also rejected the recom- 
mendation of three members of the Tariff Commission 
for an absolute quota of 2.8 million gross on imports of 
He stated that these im- 
ports had tended irregularly downward since 1951. Do- 
mestic production had also declined, but the decline was 


wood screws of iron and steel. 


mainly the result of an increasing use of materials other 
than wood. It is doubtful whether import restriction 
would materially relieve the less successful plants which 
for some time have been losing ground to more effective 
domestic producers, whose earnings have averaged well 


above those for all metal-fabricating companies. 


The Tariff Commission, in a five to one decision on 
December 28, rejected a request for an absolute quota 
limitation of slightly over 762,000 dozen pairs on imports 
of wool knit gloves, mittens, and linings. The request of 
U. S. manufacturers, if granted, would have revoked tariff 
concessions granted by the United States to the United 
Kingdom prior to World War II and further reciprocal 
tariff cuts negotiated at Geneva in 1948. The quota sug- 
gested would be equal to one third of the total U. S. 
civilian market for wool gloves. 

Sources: The White House, Press Releases, Washington, 
D. C., December 23, 1954; The Journal of Com- 
merce, New York, N. Y., December 29, 1954. 


Latin America 
Exchange Regulations in Peru 


The Superintendency of Banks of Peru has issued a 
resolution, dated December 20, 1954, whereby the period 





——_—_ 





of validity of exchange certificates is lengthened from 
five days to ten days. The exchange certificates are issued 
by the Central Reserve Bank of Peru against the required 
delivery of exchange for the f.o.b. value of exports, and 























exporters may sell them freely to importers within the 
validity period. Expired certificates are bought by the 
Central Reserve Bank at a small discount. 














This measure is designed to allow an increase in the 
volume of outstanding exchange certificates, thereby re. 
lieving somewhat the pressure of an excessive supply of 
certificates upon the exchange rate. The certificate rate 
had dropped from about 19.50 soles per dollar in Sep. 


tember to 19 soles in recent months. 


Source: El Mercurio, Lima, Peru, December 21, 1954. 















Revision of Brazilian-Chilean Clearing Agreement 






At the recent meeting of the Inter-American Economic 





and Social Council (see p. 208), negotiations were con- 
ducted between representatives of the Chilean Central 
Bank and the Bank of Brazil which resulted in a revision 
of the interbank agreement that had regulated payments 
between Brazil and Chile through a clearing mechanism 
originally set up in 1941, the most recent modification of 
which was in 1948. The new revision provides for an in- 
crease of the reciprocal credit from US$3.2 million to 
US$8_ million. 
greater commercial interchange between the two coun- 
tries. It will allow Chile to market her exportable stocks 
of garlic in Brazil. Also, certain clauses were added to the 










This increase is intended to facilitate 







agreement whereby Chile will accept payment through 
the dollar clearing account for copper exported to Brazil 





by medium and small mining companies. 
Source: El Mercurio, Santiago, Chile, December 24, 1954. 






Fund Alternate Executive Director 





Mr. P. J. Keogh, formerly an Assistant to the Chief 
Cashier of the Bank of England, has been appointed 
Alternate Executive Director for the United Kingdom, in 







succession to Mr. F. J. Portsmore, who is returning to the 
service of the Bank of England. 
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